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WELDWOOD 


OF CANADA LIMITED 
P.O. Box 2179, Vancouver 3, B.C. 


INTERIM REPORT 


TO OUR SHAREHOLDERS: 


Sales and earnings in the second quarter and first half 
of 1971 showed a marked improvement over those in the 
same periods a year ago. 

Net Income in the second quarter was $1,047,000 
compared with a net loss of $29,000 in the second quarter 
of 1970. Earnings per common and ordinary share after 
preferred dividends were 29¢ versus a loss of 4¢ last year. 

Second quarter net income was significantly greater 
than the net income of $110,000 in the first quarter of 
this year. 

Sales for the three months ended June 30 were 
$37,496,000 compared with $30,955,000 in the second 
quarter of 1970 and $28,557,000 in the first quarter of 
1971. 

For the first six months of this year, net income was 
$1,157,000 or 28 cents per share. This compares with 
$218,000 or 2 cents per share for the corresponding period 
in 1970. This improvement becomes even more pro- 
nounced when compared with the net loss of $1,148,000 
for the last six months of 1970, when our operations were 
severely curtailed by a slump in residential construction 
and the effect of a series of strikes within our own and 
related industries. 

Sales for the six months ended June 30 were 
$66,053,000, an increase of more than nine per cent over 
those of the corresponding period a year ago. 

At the end of June our new sawmill at Huntsville, 
Ont., went into operation. As mentioned in an earlier 
report, it will enable us to utilize smaller and lower 
quality logs than could be processed at the facility it 
replaces and will result in much more efficient and in- 


FOR THE SIX MONTHS 
ENDED JUNE 30, 1971 


creased utilization of our timber holdings in northern 
Ontario. Construction is in progress on a 30,000-square 
foot addition to our Ash Street specialty plywood plant 
in Vancouver to house an assembly-line for the manu- 
facture of our premium-quality line of decorative hard- 
wood wall panelling. Scheduled to be in operation this 
September, it will be a more efficient facility than the 
one it replaces at Woodstock, Ont. 

Construction of the 750-ton-a-day bleached kraft 
pulp mill that we are building at Quesnel, B.C., in equal 
partnership with Daishowa-Marubeni International 
Limited, is proceeding on schedule and within cost bud- 
gets. It is expected to come on stream in August, 1972. 

Despite a slow January and February, the Company’s 
performance in the first half of this year reflects a steady 
recovery in the general economy and in the demand for 
building materials in the domestic and U.S. markets. As 
mentioned in my first quarter report, we do not expect a 
return this year to the profit levels experienced in 1968 
and 1969, but we do foresee a continuing demand for our 
products that will result in substantially improved ope- 
rating results at the year-end. 


Sincerely, 


Ll anst{ 


Gordon Bowell 
President & Chief Executive Officer 
JU LOT: 


WELDWOOD OF CANADA LIMITED 


and subsidiary companies (subject to audit) 


INCOME VA 


June 30, 
1971 
Sales: fet ee ie oe eee ee ee $66,053,000 
Costs: 
Cost of Sales: 2.2) soa 5 2 ee 54,853,000 
Operating Expense... 14) ee ee ee 8,455,000 
Interest Expense =— Current..2.3 7 eee 360,000 
= Long Verma. 2 0 ee eee 404,000 
64,072,000 
1,981,000 
Other Income: 
Gain. on Disposal of Fixed: Assets*..2 sa eee eee 200,000 
Interest. Incomes. . ee Se. ee ener ee nie ee 91,000 
0] (t:\ Se RIM SMe se el Meade Le oe ie Tae 95,000 
___ 386,000 
Income-(Loss) Before Income. Waxes: =. ee 2,367,000 
Provision for. (Recovery of) Income Taxes) = 3 ee 1,210,000 
Net Income (Loss) (See Note below)_.............) 1,157,000 
Dividends:on Preférence:Siarés 22 se ee ee ee 308,000 
Nets arming s:..... cet. ee ee een ee et, ke Y $ 849,000 
Hammes: PersCommon and Ordinary shares = a $ 0.28 
Shares Outstanding: 
Cominnonee 25 2 oe cee pe et Ce 800,000 
Ordiniatyiers. ceo te Ae Bee ee eee. ee ee 2,237,682 
Préference —=5 4 Series Ate ef. Fe eee ee 275,000 
= Convertibles am ae. ee ce ee 220,000 


SOURCE AND USE OF FUNDS 
Source of Funds: 


Funds Provided from Operations: 


Netiincomeé. 0s \-eaee 5. ee os | $ 1,157,000 


Depreciation, Depletion and Amortization... 2,760,000 

Increase in Deferred Income Taxes... ; — 

Sales of Preference Shares”. ee ee — 
Sales and Retirements of Fixed Assets... 511,000 
Others oe to. aah A ee ds ee ___(195,000) 
4,233,000 

Use of Funds: 

Plant, Property and quipments. =. ee TS Ree 2,578,000 
Timber Holdings and Logging Development... 948,000 
Investment in. Cariboo;Pulp & Paper... eee 7,385,000 
Reduction of (Increase in) Long Term Debt... 440,000 
Dividends) 2. ye 1a eh ee ee 508,000 
11,859,000 
Increase (Decrease) in Working Capital... $ (7,626,000) 


SIX MONTHS ENDED 


December 31, 


1970 
$59,465,000 


53,641,000 
7,600,000 
522,000 
435,000 


62,198,000 
(2,733,000) 


85,000 
96,000 
97,000 
278,000 
(2,455,000) 
(1,307,000) 
(1,148,000) 
311,000 
2 (1,259,000 
$ (0.48) 


800,000 
2,237,682 
275,000 
220,000 


$ (1,148,000) 
2,986,000 
900,000 
620,000 
75,000 


3,433,000 


1,678,000 
1,285,000 

(692,000) 
615,000 
512,000 


3,398,000 


$ 35,000 


(1,459,000) ~ 


Condensed Consolidated Statements of Income 
and Source and Use of Funds 


a 


June 30, 


1970 


$60,283,000 


51,661,000 
7,446,000 
620,000 
441,000 
60,168,000 
115,000 


2,000 
165,000 
202,000 
369,000 
484,000 
266,000 
218,000 
158,000 


$ 60,000 
$ 0.02 


800,000 
2,237,682 
275,000 
220,000 


$ 218,000 
3,176,000 
3,300,000 

154,000 
106,000 


6,954,000 


3,982,000 
4,841,000 
414,000 

(242,000) 
357,000 
9,352,000 


$ (2,398,000) 


NOTE: In 1971 the Company changed certain depreciation and amortization rates to conform with those indicated by a re-appraisal of the estimated useful life 
of those assets. Application of the new rates had the effect of increasing net income to $1,157,000 from the $1,023,000 which would have been reported 


had 1970 and prior rates been used. 


FOR RELEASE Thursday A.M., July 22 


VANCOUVER - Weldwood of Canada has reported a marked improvement in sales 
and earnings in the second quarter and first half of 1971 over those in the 
same periods a year ago. 

Net income in the second quarter was $1,047,000 compared with a net loss 
of $29,000 in the second quarter of 1970. Earnings in the same period per 

| 

common and ordinary share after preferred dividends were 29 cents versus a 
loss of 4 cents last: year. 

Second quarter income of $1,047,000 was also significantly greater 


than that of $110,000 in the first quarter of this year. 


Sales for the three months ended June 30 were $37,496,000 compared with 


—T -. re 


$30,955,000 in the second quarter of 1970 $28,557,000 in the first 


quarter of 1971) 


Net income for the first six months of this year was $1,157,000 or 28 cents 
a share, compared with $218,000 or 2 cents per share for the corresponding 
period in 1970. 

In a report to shareholders Weldwood President and Chief Executive Officer 
Gordon Bowell said: 

"This improvement becomes even more pronounced when compared with the net 
loss of $1,148,000 for the last six months of 1970, when our operations were 
severely curtailed by a slump in residential construction and the effect of 
a series of strikes within our own and related industries." 

Weldwood sales for the six months ended June 30 were $66,053,000, an increase of 
more than nine per cent over those of the corresponding period a year ago. 

Mr. Bowell reported that the company's new hardwood sawmill at Huntsville, 


Ont., began operating at the end of June. 


~core'd 


"As omentioned in:an Garlier report,’ he said,7"1t will enable usvee 
utilize smaller and lower quality logs than could be processed at the 
facility it replaces and will result in much more efficient and increased 
utilization of our timber holdings in northern Ontario." 

He also said construction is under way on a 30,000-square foot 
addition to the company's specialty plywood plant in Vancouver to house 
an assembly-line for the manufacture of Weldwood's premium-quality grade 
decorative hardwood wall panelling. 

He, said..it 1s scheduled to be in operation this September and wilt 
be a more,efficient facilaty than“the one it replaces at Woodstock, Giese 

Construction of the Cariboo Pulp & Paper Company bleached kraft 
pulp mill that Weldwood is building at Quesnel, B.C., in equal partner- 
ship with Daishowa-Marubeni International Limited, is proceeding on 
schedule and within budget costs, Mr. Bowell said. The 750-ton-a-day 
mill assexpected foycome On VStream vine cust... 1977. 

"Despite a slow January and February, Weldwood's performance in 
the first half of this year,'' Mr. Bowell said, "reflects a steady recovery 
in the general economy and in the demand for building materials in the 
domestic and U.S. markets. 

"As mentioned in my first quarter report," he added, “we do not 
expect a return this year tovthe profit levels experienced in 1968 and 
1969, but we do foresee a continuing demand for our products that will 


result in substantially improved operating results at the year-end." 


Se ey te 


From: W.D.G. McAuley 
Public Relations Manager 
Weldwood of Canada Limited 
P.O. Box 21795 Vancouver 3, BG, 
(Judy. 21/713 
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FINANCIAL HIGHLIGHTS 


YEARS ENDED DECEMBER 31 
Sales 
Increase (decrease) over preceding year 
Net Income (loss) 
Net Earnings (loss) (after Preference Share Dividends) 
Per Common and Ordinary Share 
Dividends Per Share 
Preference—Series A 
—Convertible 
Common 
Ordinary 
Cash Flow from Operations 
Per Common and Ordinary Share 
Ratio of Current Assets to Current Liabilities 
Capital Expenditures 
Plant, Property and Equipment 
Timber Holdings 
Logging Development 
Long Term Debt 
Shareholders’ Equity Per Common and Ordinary Share 


These highlights should be read in conjunction with the financial 


statements and notes that foliow. 


One of the five tugboats the company acquired when 
it purchased the assets of Service Tugboats Ltd. 
These boats, now part of Weldwood’s newly formed 
towing division, are expected to handle 80 per cent 
of our Coast logging division’s towing requirements. 


1971 1970 
$151,395,000 $119,748,000 
26.4% (12.6%) 
$ 2,604,000 $ (930,000) 
$ 1,985,000 $ (1,399,000) 
$.56 $(.46) 
$1.05 $1.05 
$1.50 $ .82 
$ .50 $ .50 
$3.18 = 
$ 10,156,000 $ 6,132,000 
$2.87 $2.02 
3.71 2.32 
$ 5,690,000 $ 5,660,000 
$ 307,000 $ 4,085,000 
$ 2,272,000 $ 2,041,000 
$ 41,907,000 $ 13,124,000 
$12.37 $15.48 


FINANCIAL SUMMARY YEARS ENDED DECEMBER 31 


SALES AND EARNINGS ($000) 1971 1970 1969 1968 _ 1967 _ ss 19886 eee 
Sales 151,395 119,748 137,078 130,470 113,993 103,634 98,973 
Cost of Sales 127,412 105,302 107,900 101,290 93,349 86,763 82,471 
Selling, Shipping and Administrative Expenses 17,785 14,851 14,834 13,763 13,504 12,444 10,805 
Depreciation, Depletion and Amortization SRY 6,162 6,092 5,455 6,027 6,643 6,075 
Interest Expense—Current 524 1,142 653 291 947 1,141 606 

Long Term 820 876 872 927 983 1,045 1,141 
Income Taxes (recovery) 2,608 (1,041) 7,719 8,400 2,900 UHI 2,600 
Net Income (loss) 2,604 (930) 6,315 6,677 2,585 1,806 1,886 

SHAREHOLDERS’ FINANCIAL DATA 
Dividends paid on Preference Shares ($000) 619 469 289 289 289 230 a3 
Dividends paid on Common Shares ($000) 460 400 400 400 400 400 400 
Dividends paid on Ordinary Shares ($000) 8,279 = = = = a a 
Net Income Retained in (Flowing from) 

the Business ($000) (6,754) (1,799) 5,626 5,988 1,896 1,176 1,486 
Net Income (loss) per Common and 

Ordinary Shares ($)* 56 (.46) 1.98 2.10 .76 2 62 
Common Shares Outstanding 1,280,000 800,000 800,000 800,000 800,000 800,000 800,000 
Dividends per Common Share ($)* 50 50 50 50 50 50 50 
Number of Common Shareholders 2,591 2,136 2,170 2,685 3,863 4,007 3,988 
Ordinary Shares Outstanding 3,580,291 2,237,682 2,237,682 2,237,682 2,237,682 2,237,682 2,237,682 
Dividends per Ordinary Share* 3.18 — — — — = = 
Number of Ordinary Shareholders? 1 1 1 1 1 1 1 
Preference Shares Outstanding 495,000 495,000 275,000 275,000 275,000 275,000 _— 
Number of Preference Shareholders 10 4 2: 2 2 2 — 

BALANCE SHEET ITEMS ($000) 

Current Assets 64,274 44,448 52,299 41,759 40,541 47,718 43,413 
Current Liabilities (17,340) (19,147) (24,635) (17,828) (19,946) (30,505) (27,540) 
Working Capital 46,934 25,301 27,664 23,931 20,595 divezs 15,873 
Investments and Deferred Costs 3,374 1,797 3,019 3,226 3,371 3,786 2,484 
Investments in Cariboo Pulp & Paper Company 19,686 706 —_— — _— — = 

Timber Holdings and Logging Development, Net 17,451 17,430 14,243 14,572 15,427 17,501 19,608 
Plant, Property and Equipment 70,058 66,486 58,525 54,739 52,821 54,551 53,419 
Accumulated Depreciation (38,182) (36,044) (29,803) (28,236) (26,906) (25,380) (23,304) 
Long Term Debt (41,907) (13,124) (13,497) (13,807) (16,411) (20,356) (23,025) 
Deferred Income Taxes (8,500) (6,700) (5,800) (5,700) (6,160) (6,475) (5,537) 
Minority Interest — _ — — — — (5,353) 
Preference Share Capital (8,800) (8,800) (5,500) (5,500) (5,500) (5,500) _ 

Common Share Capital (13,800) (8,752) (8,752) (8,752) (8,752) (8,752) (8,752) 
Ordinary Share Capital (32,205) (17,437) (17,437) (17,437) (17,437) (17,437) (17,437) 
Contributed Surplus (4,644) (4,644) (4,644) (4,644) (4,644) (4,644) (4,644) 
Retained Earnings 9,465 16,219 18,018 12,392 6,404 4,507 3,332 

OTHER STATISTICS 
Cash Flow from Operations ($000)+ 10,156 6,132 12,507 11,672 8,296 9,387 9,175 
Cash Flow per Common and Ordinary Shares ($)* 2.87 2.02 4.12 3.84 PRUE 3.09 3.02 
Ratio of Current Assets to Current Liabilities SivAl 2.32 2.12 2.34 2.03 1.56 1.58 
Plant & Logging Facilities 

Net Book Value ($000) SEES 31,160 28,415 25,609 24,062 27,053 27,358 
Undepreciated Capital Cost ($000) 20,048 18,092 16,950 14,100 12,655 14,133 Not 

Available 

Interest on Long Term Debt—Times Earned 7.36 — 17.1 17.3 6.6 4.6 Se 

Interest on Total Debt—Times Earned 4.88 —_ 10.2 13.4 3.8 2.7 3.7 

Number of Employees 4,382 3,880 4,190 4,175 4,260 4,223 4,596 

PRODUCTION STATISTICS 
Softwood Plywood (M sq. ft. %”) 551,653 430,746 464,257 457,970 442,297 421,547 401,618 
Hardwood Plywood (M sq. ft.) 19,078 SA 41,757 42,283 38,373 36,257 25,452 
Softwood Lumber (MFBM) 372,804 321,344 274,936 325,839 307,956 247,696 254,769 
Hardwood Lumber (MFBM) 23,164 25,014 23,226 23,007 22,765 26,430 18,090 


Ordinary Shares are entirely held by U.S. Plywood-Champion Papers Inc. 
+Cash Flow is Net Income plus Depreciation, Depletion, Amortization and Change in Deferred Income Taxes. 


*Statistics per share in 1971 have been based on the average number of Common and Ordinary Shares outstanding. 
The convertible feature of Preference Shares has not been considered since the effect would be to increase earnings per share. 


TO OUR SHAREHOLDERS: 


| am pleased to report that the company achieved 
the highest sales in its history in 1971, and made a 
substantial recovery in earnings from the loss ex- 
perienced in the previous year. 


For the 12 months ended December 31, sales were 
$151,395,000 or 26 per cent higher than sales of 
$119,748,000 in 1970, and 10 per cent above the 
previous record high of $137,078,000 in 1969. 


Net income increased to $2,604,000 from a loss in 
1970 of $930,000. Earnings after preference share 
dividends were $1,985,000, equal to 56 cents per 
common and ordinary share versus a loss in the 
previous year of $1,399,000 or 46 cents a share. 


The company issued an additional 480,000 com- 
mon and 1,342,609 ordinary shares between August 
24 and September 23. The earnings of 56 cents a 
share are calculated on the average number of 
shares outstanding during 1971. On the basis of the 
800,000 common and 2,237,682 ordinary shares out- 
standing prior to August 24, earnings would have 
equalled 65 cents a share. 


Fourth quarter earnings, after preference share 
dividends, were $421,000, equal to nine cents per 
1,280,000 common and 3,580,290 ordinary shares, 
compared with a loss a year earlier of $474,000 or 
16 cents per 800,000 common and 2,237,682 ordinary 
shares then outstanding. Sales in the fourth quarter 
reached a new high of $43,127,000, 2.2 per cent 
above third quarter sales of $42,215,000. 


Despite the fact that fourth quarter earnings were 
less than expected, due mainly to early logging 
shutdowns, the year’s earnings closely approximated 
those predicted in earlier reports. 


The only sector of our business that failed to show 
marked improvement in 1971 was our Coast logging 
operation. The chief reason for this was a series of 
logging curtailments, caused by abnormally heavy 
snow conditions, along with a prolonged mid-summer 
period of high fire hazard, that greatly reduced the 
number of days that logging crews could operate in 
the woods. 


FINANCIAL 


The company completed a successful financing 
program during the year. This included a $20 million 
rights issue of 480,000 additional common shares to 
holders of common shares and 1,342,609 additional 
ordinary shares to U.S. Plywood-Champion Papers 


Gordon Bowell, president and chief executive officer of 
Weldwood, is also chairman of Seaboard Lumber Sales 
Co. Ltd., a co-operative export selling agency of which 
Weldwood is a member. 


Inc., holder of all the ordinary shares, as well as a 
$30 million bond issue to three private institutions. 
These funds have been used principally to help 
finance our share of the bleached kraft pulp mill that 
we are building at Quesnel, B.C., in equal partner- 
ship with Daishowa-Marubeni International Ltd., and 
to pay accumulated dividends on ordinary shares 
held by U.S. Plywood-Champion Papers Inc. 


CAPITAL EXPENDITURES 


Capital expenditures in 1971 amounted to 
$28,477,000 which included $20,208,000 for financing 
the pulp mill project, $7,359,000 for plant, equipment 
and logging roads, and $910,000 for the acquisition 
of two small logging companies and the assets of 
Service Tugboats Ltd. 


MANUFACTURING 


During 1971, our manufacturing facilities in west- 
ern and eastern Canada operated at or near capacity, 
and mill shipments were up 24 per cent over 1970. 
Last fall our new hardwood sawmill at Huntsville had 
a very successful start-up. Larger and more efficient 
than the facility it replaced, it has been operating 
on a two-shift basis since its inception, and is pro- 
ducing above rated capacity. 


The start-up of the new assembly line for high 
quality decorative wood panelling and other panel 
products, now installed in our enlarged Ash Street 
specialty plywood plant in Vancouver, was com- 
pleted successfully during the fourth quarter. This 
facility, the most modern and versatile of its kind in 
Canada, is operating at planned capacity. 


During the year, as part of a substantial improve- 
ment program at our Canim Lake Sawmills at 100 
Mile House, B.C., we increased the dry kiln capacity. 
Also at the plywood plant there, a major expansion 
program got under way last November. Scheduled 
for completion in June, it includes the installation of 
an additional veneer lathe and further substantial 
improvements to our sawmill operations. In 1971, 
both the Canim Lake plywood plant and the plywood 
plant at Longlac, Ont. set new performance and 
production records. 


As part of our policy to achieve the greatest pos- 
sible utilization of timber, our sawmills at Quesnel 
and 100 Mile House have increased their efficiency 
in the conversion of small diameter logs into lumber. 
In 1972, the company plans to carry out a $1.25 
million improvement project at our Empire Lumber 
mill in Squamish that will greatly increase its facili- 
ties for efficient and economic utilization of small 
hemlock logs. 


Production in 1970 and 1971 


1970 1971 Increase 


All lumber (feet 
board measure) 346,358,000 395,968,000 11% 
Softwood ply- 
wood (sq. ft. 

¥%” basis) 430,746,000 551,653,000 28% 


TIMBER AND LOGGING 


We continued our program of extending our tim- 
ber holdings through the acquisition of two small 


logging companies which will provide additional 
timber in the Knight Inlet area of the Lower Coast. 
This is a well-timbered area where we plan to invest 
about $1.5 million in equipment, roads and camps in 
order to further consolidate our logging operations 
in that part of the province. 


A subsidiary, Weldwood Transportation Limited, 
acquired the assets of Service Tugboats Ltd., in- 
cluding five tugboats, which are now operating under 
the direction of our Coast logging division. It is esti- 
mated that the boats will be able to tow about 80 
per cent of the timber harvested by our Coast logging 
division. The control of the bulk of our log transporta- 
tion requirements will result in improved efficiency 
and reduced towing costs. 


In 1971 all our logging operations in the Interior 
of B.C. were carried out in accordance with the pro- 
vincial government’s policy of close utilization. We 
operate three Tree Farm Licences in B.C., totalling 


310,527 productive acres, and are continually extend- 
ing our ability to achieve complete utilization. Com- 
plete utilization essentially means that not only large 
but small trees are harvested and those unsuitable 
for lumber or plywood manufacture are sold to pulp 
mills for conversion into chips. 


The company has always been active in the im- 
provement of forest utilization on a sustained yield 
basis. Over the years the company has carried out 
steady increases in the allowable cut in our three 
Tree Farm Licences in B.C. In those licences, in 
1971, we planted about 1 million seedlings. At the 
same time, Weldwood is active in encouraging the 
use of the timberlands under its management for 
recreation and the maintenance of high standards of 
stream, fish and wildlife protection. 


MARKETING 


Early in the year, the company re-organized its 
marketing department. Greater emphasis has been 
placed upon coordination between Sales and Manu- 
facturing. Merchandising Managers are now located 
in each of the divisional sales offices to strengthen 
the company’s sales effort in non-proprietory prod- 
ucts. In addition, the Advertising and Sales Promo- 
tion function has been strengthened. 


During the year, sales from the company’s 25 
branches across Canada exceeded $86 million worth 
of building materials (excluding local B.C. lumber 
sales), surpassing that of the previous year by 34 
per cent and contributing substantially to the com- 
pany’s improved earnings. 


Much of the credit for our increased sales in 1971 
can be attributed to the high level of residential con- 
struction in North America. Housing starts in Can- 
ada reached 234,000, or 23 per cent higher than in 
1970. In the United States, which takes 60 per cent 
of our lumber production, housing starts totalled 
2,050,000, up 43 per cent from the previous year. 


The company, which is one of the largest building 
materials wholesalers in Canada, continued to 
strengthen this position by further increasing the 
range of building products it acquires from other 
domestic and foreign suppliers and distributes along 
with company-produced lumber and plywood. 


During the year, the company opened a new ware- 
house in Windsor, expanded its warehouse space in 
St. John’s, Nfld., completed a major renovation of 
the office and showroom at the Ottawa branch and 


improved the facilities in Toronto. Construction has 
started on a new warehouse in Thunder Bay, Ont., 
that will be completed in April 1972. 


CARIBOO PULP MILL 


Despite unusually severe winter conditions, con- 
struction of the pulp mill is proceeding on schedule 
and within budget. The buildings are completed and 
most of the work now in progress relates to the in- 
stallation of equipment and machinery. We plan to 
start up the mill in August, but this will depend on 
the settlement of a new contract with the construc- 
tion trades, without work stoppage. 


During the second half of 1971, Price & Pierce 
were appointed exclusive sales agents for Weld- 
wood’s share of the mill’s production. The Price & 
Pierce group of companies is a world-wide organ- 
ization with many years of experience in the market- 
ing of woodpulp. 


The key managerial people who will be responsible 
for the mill’s operations have already been selected 
and are residing in Quesnel. 


We are proud of the technological skill and com- 
petence of the people who designed the mill and are 
convinced that every step is being taken to make the 
mill the most pollution-free in North America. 


EMPLOYEE RELATIONS 


During 1971 the Employee Relations Department 
was re-organized and expanded. One of its major 
priorities is to help increase productivity by improv- 
ing the technical and communications skills of super- 
visory and managerial personnel. The department 
has already assisted line management in conducting 
a number of seminars for first-line logging and manu- 
facturing supervisors to prepare them for increased 
participation in planning and performance motiva- 
tion. The interest shown by participants in these 
initial seminars has been gratifying. Throughout 
1972, similar study seminars will be carried out and 
extended to include marketing and administrative 
managers and all supervisory and sales personnel. 


MANAGEMENT 


Several significant changes were made in the 
senior management of the company during 1971. 
Pit Desjardins, formerly Vice-President, Resources 
Management, was appointed Executive Vice-Presi- 
dent, Administration and Planning. Bryce P. Page 
was engaged as Vice-President, Marketing. He is 
responsible for all marketing and sales activities 
other than pulp. Charles G. Wright joined the com- 


pany in the newly-created position of Vice-President, 
Employee Relations. 


The company also engaged Denis Catford, a senior 
executive in the Canadian pulp and paper industry, 
as Vice-President, Pulp. William deM. Marler, with 
many years’ experience in the international market- 
ing of pulp, also joined Weldwood in the capacity of 
Director of Marketing, Woodpulp. 

J. Peter Rogers, who had directed our hardwood 
logging and manufacturing operations from Wood- 
stock, Ont., was transferred to Vancouver and ap- 
pointed General Manager of a new and larger hard- 
wood manufacturing division that includes our ex- 
panded prefinishing facilities and decorative hard- 
wood plywood manufacturing operations at the Ash 
Street plant. 


FORECAST 


The company is in a stronger position than ever 
before to service both the domestic and export 
markets during 1972. From all indications domestic 
sales will increase substantially during 1972, but any 
marked improvement in export sales, other than 
lumber to the United States, is expected to be slight. 


Continued improvement in the North American 
market, however, depends mainly upon increased 
activity in the housing industry, which is expected 
to reach about 2.2 million starts in the U.S. and in 
Canada to exceed slightly the 1971 record figure of 
234,000. Further strengthening of the construction 
and housing markets is dependent upon the con- 
tinued availability of mortgage funds, the continu- 
ance of a high level of general business activity in 
North America, and improvement in the economies 
of major overseas markets. 


It is also essential that labor and management in 
B.C. avoid the type of confrontations that proved so 
disastrous to the forest and related industries in 
1970. 


Much of the success we achieved in 1971 is direct- 
ly attributable to the concerted efforts of employees 
in all sectors of our organization. On behalf of all 
our shareholders and our Board of Directors, | would 
like to express appreciation for the dedication and 
enthusiasm that they showed throughout the year. 


Sincerely, 


GI ME 0 


GORDON BOWELL, 
President and Chief Executive Officer. 
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WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED INCOME 
YEARS ENDED DECEMBER 31 1971 1970 
SALES $151,395,000 $119,748,000 
COSTS: 
Cost of sales 127,412,000 105,302,000 
Selling, shipping and warehouse 8,761,000 7,259,000 
General and administrative 9,024,000 7,592,000 
Remuneration to directors 195,000 195,000 
Interest expense—current 524,000 1,142,000 
820,000 876,000 
146,736,000 122,366,000 
4,659,000 (2,618,000) 
OTHER INCOME: 
Gain on the disposal of fixed assets 160,000 87,000 
Interest income 196,000 261,000 
Other 197,000 299,000 
INCOME (LOSS) BEFORE INCOME TAXES "5,212,000 (1,971,000) 
PROVISION FOR (RECOVERY OF) INCOME TAXES 2,608,000 (1,041,000) 
NET INCOME (LOSS) $ 2,604,000 $ (930,000) 
Net Income (loss) per Common and Ordinary Share (Note 8) $.56 $(0.46) 
Costs Include the Following: 
Depreciation (Note 9) $ 3,136,000 $ 3,052,000 
Depletion 1,176,000 1,610,000 
Amortization of logging roads (Note 9) 1,366,000 1,443,000 
Amortization of other assets 74,000 57,000 
$ 5,752,000 $ 6,162,000 
CONSOLIDATED RETAINED EARNINGS 
YEARS ENDED DECEMBER 31 1971 1970 
BALANCE AT BEGINNING OF YEAR $ 16,219,000 $ 18,018,000 
NET INCOME (LOSS) 2,604,000 (230,000) 
DEDUCT DIVIDENDS PAID OR ACCRUED: 
Preference Shares 619,000 469,000 
Ordinary Shares 8,279,000 — 
Common Shares 460,000 400,000 
9,358,000 869,000 
BALANCE AT END OF YEAR (Note 7) $ 9,465,000 $ 16,219,000 


The accompanying notes are an integral part of these financial statements. 
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WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) | 


ASSETS 
DECEMBER 31 1971 1970 
CURRENT: 
Short term deposits $ 11,739,000 $ 159,000 | 
Accounts receivable 19,218,000 13,797,000 
Income taxes recoverable — 1,497,000 
Inventories (Note 2) 32,841,000 28,398,000 
Prepaid expenses 476,000 597,000 
64,274,000 44,448,000 
INVESTMENTS AND DEFERRED COSTS (Note 3) 2,146,000 1,797,000 | 
INVESTMENT IN CARIBOO PULP & PAPER COMPANY (Note 10) 20,914,000 706,000 
TIMBER HOLDINGS AND LOGGING DEVELOPMENT (Notes 1 and 4): 
Timber holdings 11,068,000 11,953,000 
Logging development 6,383,000 5,477,000 
PLANT, PROPERTY AND EQUIPMENT (Notes 1 and 4) 70,058,000 66,486,000 
Less accumulated depreciation 38,182,000 36,044,000 
31,876,000 30,442,000 


$136,661,000 


$ 94,823,000 


BALANCE SHEET 


CURRENT: 
Bank loans, secured 
Accounts payable 
Accounts payable to affiliate 
Accrued liabilities 
Income taxes payable 


Current instalments of long term debt 


LONG TERM DEBT (Note 5) 


DEFERRED INCOME TAXES 


SHAREHOLDERS’ EQUITY: 
Share capital (Note 6) 
Contributed surplus—no change 


Retained earnings (Note 7) 


On behalf of the Board: 
ROGER MONTGOMERY, Director 
GORDON BOWELL, Director 


LIABILITIES 
DECEMBER 31 


1971 
3,778,000 
5,536,000 
801,000 
4,312,000 
1,359,000 
1,554,000 


17,340,000 
41,907,000 


8,500,000 


54,805,000 
4,644,000 
9,465,000 


68,914,000 


$136,661,000 


The accompanying notes are an integral part of these financial statements. 


19,147,000 


1970 


$ 8,242,000 


5,440,000 
692,000 
3,282,000 


1,491,000 


13,124,000 


6,700,000 


34,989,000 
4,644,000 
16,219,000 


55,852,000 


$ 94,823,000 


WELDWOOD | OF CANADA LIMITED 


(Incorporated under the laws of British Columbia) 


CONSOLIDATED SOURCE AND USE OF FUNDS 


YEARS ENDED DECEMBER 31 
SOURCE OF FUNDS: 
Funds provided from operations: 
Net income (loss) 
Depreciation, depletion and amortization 


Increase in deferred income taxes 


Increase (reduction) in long term debt 
Sales and retirements of fixed assets 
Preference Shares 

Common Shares (Note 6) 

Ordinary Shares (Note 6) 

Other 


USE OF FUNDS: 
Plant, property and equipment 
Timber holdings 
Logging development 
Investment in Cariboo Pulp & Paper Company 
Dividends 


INCREASE (DECREASE) IN WORKING CAPITAL 
WORKING CAPITAL, BEGINNING OF YEAR 
WORKING CAPITAL, END OF YEAR 


The accompanying notes are an integral part of these financial statements. 


10 


1971 


$ 2,604,000 
5,752,000 
1,800,000 

10,156,000 
28,783,000 
1,136,000 
5,048,000 
14,768,000 
(423,000) 
59,468,000 


5,690,000 
307,000 
2,272,000 
20,208,000 
9,358,000 
"37,835,000 


21,633,000 
25,301,000 
$46,934,000 


1970 


$ (930,000) 
6,162,000 
900,000 
"6,132,000 
(373,000) 
774,000 
3,300,000 


1,165,000 
10,998,000 


5,660,000 
4,085,000 
2,041,000 
706,000 
869,000 
13,361,000 
(2,363,000) 
27,664,000 
$25,301,000 


NOTES TO THE 
CONSOLIDATED FINANCIAL 
STATEMENTS, DECEMBER 31, 1971 


Note 1. Principles of Consolidation 


The Company follows the practice of consolidating all wholly- 
owned subsidiaries. Investments in and advances to 50% owned 
companies (all of which are inactive) are recorded at cost, ad- 
justed for changes in their retained earnings since acquisitions. 


The unamortized excess of the purchase price of all the Common 
Shares of the wholly-owned subsidiary companies over the book 
value of net assets, amounting to $6,949,000, has been included 
on consolidation in timber holdings ($5,764,000) and plant, 
property and equipment ($1,185,000); during 1971, $358,000 of 
the excess was amortized and charged to income. The appraised 
value of timber holdings and plant, property and equipment is in 
excess of the carrying value. 


Note 2. Inventories 


Inventories are stated at the lower of cost or net realizable 
value: 


1971 1970 
Logs $ 8,494,000 $ 9,609,000 
Lumber 4,121,000 4,290,000 
Veneer 1,532,000 1,676,000 
Plywood 15,267,000 10,019,000 
Other 3,427,000 2,804,000 


$32,841,000 $28,398,000 


Note 3. Investments and Deferred Costs 


1971 1970 
Timber deposits $ 494,000 $ 414,000 
Long term receivables 455,000 603,000 
Investment in 50% owned companies 227,000 224,000 
Financing expenses 732,000 479,000 


Other 238,000 77,000 
$ 2,146,000 $ 1,797,000 


Note 4. Fixed Assets 


A. Timber holdings and logging development: 
1971 1970 


$24,256,000 $23,965,000 
13,188,000 12,012,000 
$11,068,000 $11,953,000 


Timber Holdings—Cost 


—Depletion 


$15,430,000 $13,158,000 
9,047,000 7,681,000 
$ 6,383,000 $ 5,477,000 


Logging Development—Cost 


—Amortization 


B. Plant, property and equipment: 


1971 e! 1970 
Accumulated 

Cost Depreciation Net Net 
Land $ 4,527,000 $ —= $ 4,527,000 $ 4,759,000 
Buildings 17,208,000 8,857,000 8,351,000 8,223,000 
Leasehold 
improvements 943,000 506,000 437,000 340,000 
Machinery & 
equipment 35,765,000 24,030,000 11,735,000 12,501,000 
Logging 
equipment 9,463,000 4,789,000 4,674,000 3,611,000 
Construction 
in progress 2,152,000 —_— 2,152,000 1,008,000 


$70,058,000 $38,182,000 $31,876,000 $30,442,000 


Note 5. Long Term Debt 


Long Term Debt comprises: 1971 1970 
6%% (formerly 6% %) First 
Mortgage and Collateral Trust Bonds, 
Series B, due September 30, 1984 


934% First Mortgage and Collateral 
Trust Bonds, Series C, 


$12,040,000 $12,920,000 


due September 30, 1991 30,000,000 _ 
Other secured liabilities 1,421,000 1,695,000 
43,461,000 14,615,000 
Less current instalments 1,554,000 1,491,000 


$41,907,000 $13,124,000 


Instalments on long term debt payable each year for the next 
five years are: 


1972 $1,554,000 
1973 $1,123,000 
1974 $1,784,000 


On November 30, 1971 the Company sold $30,000,000 of 93%4% 
First Mortgage and Collateral Trust Bonds Series C to three 
institutional investors and concurrently agreed to increase the 
rate of interest on the Series B bonds (held by the same institu- 
tions) from 6% % to 64%. 


The Series C bonds are secured equally and rateably with the 
Series B bonds. Under the terms of the Trust Deed securing 
these bonds: 


1975 $2,609,000 
1976 $2,580,000 


1. The Company pledged all of its tangible and intangible assets 
by way of fixed or floating charges securing the bonds. 


2. The Company is prohibited from paying dividends (except 
stock dividends) or making any other distribution on any 
class of its shares except to the extent of the consolidated 
net earnings (defined in the Trust Deed) of the Company for 
the period commencing January 1, 1971 plus $8 million and 
provided that such dividends shall not have the effect of 
reducing working capital or consolidated tangible net worth 
(defined in the Trust Deed) below certain specified levels. 
Dividends may not be paid in 1972 if consolidated tangible 
net worth (which excludes the Company’s investment in 
Cariboo Pulp & Paper Company) is reduced below $33 mil- 
lion, nor if working capital is reduced below $20 million. At 
December 31, 1971, the maximum dividends permitted by 
the Trust Deed were $1,246,000. 
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Note 6. Share Capital 


A. Authorized and Outstanding 


The authorized and outstanding share capital at December 
31, 1970 was as follows: 
Outstanding Share Capital 


Number 
of Shares Amount 


5% % Cumulative Redeemable 
Preference Shares, Series A with 
a par value of $20 each; 
authorized 275,000 shares 


Series B Preference Shares with a 
par value of $20 each; 
authorized 225,000 shares — —_ 


5%2% Cumulative Redeemable 
Second Preference Shares with 
a par value of $100 each; 
authorized 245,000 shares = — 


$1.50 Cumulative Redeemable 
Convertible Preference Shares 
without nominal or par value; 


275,000 $ 5,500,000 


authorized 220,000 shares 220,000 3,300,000 
Common Shares without nominal 

or par value; authorized 

2,000,000 shares 800,000 8,752,000 


Ordinary Shares without nominal 
or par value; authorized 


3,000,000 shares 2,237,682 17,437,000 


$34,989,000 
Changes in 1971 
(i) During the year the Company was 
authorized to issue an additional 
1,000,000 Ordinary Shares 
without nominal or par value. 

(ii) During the year the Company 
issued to the holders of its 
outstanding Common Shares rights 
to subscribe for additional Common 
Shares at a subscription price of 
$11.00 per share on the basis of three 
additional Common Shares for each 
five Common Shares held on August 
20, 1971. Consequent to this offer the 
Company issued 480,000 Common 
Shares. (Underwriting commissions 
and other expenses amounted to 
$232,000). 

(iii) Concurrent with the issuance of 
additional Common Shares, U.S. 
Plywood-Champion Papers Inc. 
(Weldwood’s parent company) 
purchased 1,342,609 additional 
Ordinary Shares, being in the ratio 
of three additional Ordinary Shares 
for every five Ordinary Shares then 
held at a price of $11.00 per share. 


480,000 5,048,000 


1,342,609 14,768,000 
$54,805,000 


B. Special Provisions of Preference Shares 

(i) 5Y%4% Cumulative Redeemable Preference Shares, Series A: 
The redemption price is $20 per share plus unpaid dividends 
accumulated to the date of redemption plus a premium on 
the sum of $20 as follows: 
4.25% if redeemed on or before March 15, 1976 

3.25% if redeemed on or before March 15, 1981 

2.25% if redeemed on or before March 15, 1986 

1.25% if redeemed thereafter. 

5V2% Cumulative Second Preference Shares: 

The redemption price is $100 per share plus unpaid divi- 
dends accumulated to the date of redemption. 


(ii 


~— 


(iii) $1.50 Cumulative Redeemable Convertible Preference Shares: 

Any holder can at his option at any time convert these 
shares on the basis of one Common Share for one Redeem- 
able Convertible Preference Share. 
The redemption price after June 15, 1980 is $25.00 per 
share plus unpaid dividends accumulated to the date of 
redemption. The Company may redeem these shares at any 
time after June 15, 1975 for $25.00 per share plus unpaid 
dividends if the Common Shares of the Company maintain 
a level of at least $30.00 for a minimum of 90 consecutive 
days between June 15, 1975 and June 15, 1980 on the Van- 
couver or Toronto Stock Exchange. 

C. Options To Purchase Common Shares 
Under the Company’s Stock Option Plan, options for Com- 
mon Shares may be granted to key officers and employees 
provided that the number of shares under option does not 

exceed 50,000. 

Options are granted for 10 years and are exercisable on 
dates fixed by the Board at share prices equal to 90% of the 
average sale price of shares traded in board lots on either 
the Toronto or Vancouver Stock Exchange on the first busi- 
ness day preceding the date on which the options are 
granted. 

As at December 31, 1971 options were outstanding on a total 
of 45,000 shares as follows: 


No. of Shares Option 

Expiry Date Optionees Optioned Price 

July 13, 1980 Senior Officers 8,700 $11.03 

July 13, 1980 Other Employees 31,800 $11.03 

April 19, 1981 Senior Officers 4,500 $14.82 
45,000 


Note 7. Dividends 


A. Certain limitations are imposed on the payment of dividends 
on Common and Ordinary Shares by the Trust Deed secur- 
ing the Series B and Series C Bonds (see Note 5) and by the 
rights and restrictions relating to the 275,000 5%% Cumu- 
lative Redeemable Preference Shares, Series A, contained in 
the Articles of Association of the Company. 

B. Under the terms of issue of the Ordinary and Common 
Shares, dividends per share paid on O:dinary Shares may 
not exceed dividends per share paid from the date of issue 
on Common Shares. At December 31, 1971 there were no 
dividends in arrears on Preference Shares. Common and 
Ordinary shareholders had received equal dividends per 
share. 


Note 8. Earnings Per Share 


For the purposes of computing earnings per share, the net in- 
come or loss is adjusted for dividends paid on the 5%% Cumu- 
lative Redeemable Preference Shares, Series A and on the 
220,000 Cumulative Redeemable Convertible Preference Shares. 
Furthermore, earnings per share have been calculated based on 
the weighted average number of Common and Ordinary Shares 
outstanding during the years. 


Note 9. Change in Amortization Rates 


In 1971, the Company changed certain depreciation and amor- 
tization rates to conform with those indicated by a reappraisal 
of the estimated useful life of those assets. Application of the 
new rates had the effect of increasing net income for the year 
to $2,604,000 from the $2,254,000 which would have been re- 
ported had 1970 and prior rates been used. 


Note 10. Commitments 1987, under a leaseback agreement covering sixteen proper- 


A. The Company and Daishowa-Marubeni International Ltd. have Sprawl yao mies the ee coy ou ay cienehase sey 
formed a partnership (Cariboo Pulp & Paper Company) to or all of the properties prior to the expiration of the lease 
build a 750 ton-a-day bleached kraft pulp mill at Quesnel, upon payment of certain sums. $1,585,000 U.S. represents 


British Columbia. The total cost of the project is estimated the present value of the total consideration to be paid (com- 
to be $85,000,000 which is being provided by the partners puted at 9% rate) for annual rentals during the intervening 
jointly. At December 31, 1971 the Company has advanced period and to repurchase all the properties on December 
$20,914,000 to the project. 31, 1987. 


B. The Company is obligated to pay an annual rental of . The Company has entered into a lease agreement terminating 
$188,000 U.S. throughout the period ending December 31, March 1990, for office space at an annual rental of $244,000. 


AUDITORS’ REPORT 
To the Shareholders of Weldwood of Canada Limited: 


We have examined the consolidated balance sheet of WELDWOOD OF CANADA LIMITED (a British Columbia company) and 
subsidiaries as of December 31, 1971, and the consolidated statements of income, retained earnings and source and use of funds for 
the year then ended. Our examination was made in accordance with generally accepted auditing standards, and accordingly included 
such tests of the accounting records and such other auditing procedures as we considered necessary in the circumstances. We have 
previously examined and reported on the consolidated financial statements for the preceding year. 


In our opinion, the accompanying consolidated balance sheet and consolidated statements of income, retained earnings and source 
and use of funds present fairly the financial position of Weldwood of Canada Limited and subsidiaries as of December 31, 1971, and 
the results of their operations and the source and use of funds for the year then ended, in conformity with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding year. 


Vancouver, Canada ARTHUR ANDERSEN & CO., 
January 17, 1972. Chartered Accountants. 
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WELDWOOD OF CANADA LIMITED 
MANUFACTURING DIVISIONS 


COAST MANUFACTURING: 


Empire Lumber: Large hemlock sawmill at Squamish, B.C., 
in a district where company has extensive timber holdings. 


Flavelle Cedar: Large sawmill at Port Moody, B.C., spe- 
cializing in Western Red Cedar lumber, sidings and panel- 
lings. 


Kent Avenue: Plywood plant in Vancouver. Produces graded 
fir and select sheathing, long lengths and cut-to-size ply- 
wood and fir sidings. 


Timberland Lumber: Sawmill in North Surrey, B.C., pro- 
ducing Douglas fir lumber and timbers in lengths up to 65 
feet. 


T-Ply: Pywood plant in North Surrey, B.C. Produces Doug- 
las fir plywood, cut-to-size panels and door skins. 


CARIBOO MANUFACTURING: 


Largest single employer in the Central Interior region of 
B.C. Carries out logging operations in an area of more 
than 12,800 square miles. 


Cariboo Plywood and Veneer: Largest fir and spruce ply- 
wood sheathing and veneer plant in the world at Quesnel. 


Westree: Large spruce and fir planer and sawmill at 
Quesnel. 


Canim Lake Sawmills Ltd.: a subsidiary with a plywood 
plant, planer and two sawmills at 100 Mile House, as well 
as extensive timber holdings in the region. ~ 


HARDWOOD MANUFACTURING: 
(Has extensive timber holdings in Ontario) 


Ash Street: Specialty plywood plant in Vancouver. Pro- 
duces hardwood plywood, graded poplar plywood, marine- 
grade plywood, woodgrain overlays, textured cedar sid- 
ings, Duraply overlaid sidings and other specialty prod- 
ucts. 


Huntsville, Ont: Hardwood flooring plant and sawmill. 
Longlac, Ont: Large poplar and spruce plywood plant. 
Searchmont, Ont: Veneer mill and sawmill. 


WELDWOOD OF CANADA 
SALES LIMITED 


Western division head office: 
Vancouver 


Branches: 
Vancouver, Calgary, Edmonton, Regina, Saskatoon, 
Yorkton, Winnipeg 


Central division head office: 
Toronto 


Branches: 
Thunder Bay, Sault Ste Marie, Sudbury, Kirkland 
Lake, Windsor, London, Hamilton, Toronto, Orillia, 
Kingston 


Eastern division head office: 
Montreal 


Branches: 
Ottawa, Montreal, Sherbrooke, Trois-Rivéres, 
Quebec, Saint John, Dartmouth, St. John’s 


Lumber Products 


The company produces softwood lumber on the West 
Coast and Interior of B.C. and hardwood lumber and floor- 
ing in Ontario. All rail and truck shipments of lumber from 
B.C. to the domestic and American market are handled by 
our Western lumber sales department in Vancouver, which 
also coordinates overseas shipments through Seaboard 
Lumber Sales Co. Ltd. The marketing of our hardwood 
lumber and flooring is handled through our offices in 
Huntsville, Ont. 


DARTMOUTH 


TIMBER 4 


PLANTS 


Numeral in plant symbol denotes be 
number of plants at one location 
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